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ABSTRACT

This report attempts to provide a comprehensive
picture of total federal financial support for education since fiscal
year 1980. To the extent possible, outlays, or actual dollars spent,
were used rather than obligations (spending commitments), with the
exception of funds for academic research at institutions of higher
education. Federal education funding is grouped into three
categories: (1) on-budget support; (2) off-budget support; and {3)
nonfederal funds generated by federal programs. Federal support for
education, excluding estimated federal tax expenditures, was an
estimated $100.1 billion in fiscal year (FY) 1995, an increase of
$37.3 billion (in current dollars), or 59%, since FY 90. After
adjustment for inflation, federal support for education increased
36.5% between FY 90 and FY 95. On-budget funds for 1995 were
estimated to be $73.8 billion (in constant dollars). Off-budget funds
and nonfederal funds generated by federal legislation were estimated
at $26.2 billion, a rise of 135% in current dollars between FY 90 and
FY 95. Between FY 80 and FY 95 federal on-budget funds for elementary
and secondary education increased 18%, and postsecondary funds
declined 14%., Other education funds increased 75%, and funds for
research at institutions of higher education increased 48%. Six
appendixes present detailed tables. (Contains 3 figures, 18 text
tables, and 6 appendix tables.) (SLD)
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Highlights

The federal government provides support for education

well beyond programs funded through the Department of
Education (ED). Federal support for education. excluding
estimated federal tax expenditures,! was an estimated
$100.1 biilion in fiscal year (FY) 1995, an increase of
$37.3 billion, or 59 percent. since FY 90. After adjust-
ment for inflation, federal support for education increased
36 percent between FY 90 and FY 95 (see tables 1A and

IB. page 5).

e For FY 95. on-budget federal funds for education pro-

grams were estimated to be $73.8 billion—an increase
of 43 percent since FY 90 in current dollars or an in-
crease of 22 percent after being adjusted for inflation.
Off-budget support and nonfederal funds generated by
federal legislation (predominantly postsecondary cdu-
cation loans) were estimated at $26.2 billion, a rise of
135 percent in current dollars between FY 90 and FY
95 and 101 percent in constant dollars (see tables 1A
and 1B, page 5).

e Between FY 80 and FY 95. after being adjusted for in-

flation, federal on-budget program funds for elementary
and secondary education incrcased [8 percent: post-
secondary education funds declined 14 percent: other
education funds (which include funds for libraries. mu-
seums. cuitural activities. and miscellaneous research)
increased 75 percent: and funds for rescarch at univer-
sities and university-administered research and develop-
ment centers increased 48 percent (see table 2B on
page 7).

e Between FY 90 and FY 95, funds for clementary and

secondary education rose by 37 percent in constant dol-
lars, postsecondary funds rose by 11 percent, other edu-

! Definitions of federal tax expenditures and other technical terms are
in the Definitions section of this report on page 29.
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cation funds rose by 27 percent. and research rose by
8 percent (see table 2B on page 7).

In FY 95. ED outlays totaled $32.9 billion. reflecting
an increase of 35 percent after being adjusted for infla-
tion from FY 80 and an increase of 22 percent between
FY 90 and FY 95. ED’s share of total federal on-budg-
et education funds rose from 38 percent in FY 80 to
45 percent in FY 90 and FY 95 (see figure 2, page 8
and table 3. page 9).

Over 57 percent of federal education support, excluding
estimated federal tax expenditures. went to educational
institutions in FY 95. Another 18 percent was used for
student support. The remaining 24 percent went to
banks and other lending agencies. libraries. museums,
and federal institutions (see tables 7A and 7B. pages
16-17).

Schools and colleges derive about 11 percent (FY 95)
of their revenues from the federal government. with the
remaining revenues coming from state and local gov-
ernments. individuals. and private organizations. Of the
estimated $508.3 billion in direct expenditures by
schools and colleges in FY 95, revenues from federal
sources amounted to $57.3 billion and revenues from
other sources amounted to $451.0 billion (see tables 9A
and 9B. pages 22-23).

The estimated federal share of expenditures of edu-
cational institutions declined from 14 percent in FY 80
to 10 percent in FY 90, but rose to |1 percent in FY
95. Among clementary and secondary educational insti-
tutions. the federal share declined from 12 percent in
FY 80 to under 8 percent in FY 90, but rose to aimost
9 percent in FY 95. Among institutions of higher edu-
cation. the federal share declined from 18 percent in
FY 80 to almost 14 percent in FY 90 and over 15 per-
cent in FY 95 (see tables 9A and 9B. pages 22-23).
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¢ In FYs 80. 85, 90, and 95. federal support was distributed across levels and other educational purposes as follows
(see tables 1A and 1B. page 5 and tables 2A and 2B, pages 6-7):

Level FY 80 FY 85 FY 90 FY 951
[in billions of current doliars]
On-budget .....cocvvvevvcinneiiiinireece e $34.5 $39.0 $51.6 $73.8
Elementary and secondary ................... 16.0 16.9 22.0 35.2
PoStSEcondary .......ccceevvveceeenveeccerneenns 11.1 11.2 13.7 17.7
Libraries, museums, and other ............. 1.5 21 3.4 5.0
. Research at educational institutions ..... 5.8 8.8 12.6 15.9
Off-budget support and nonfederal funds 2 4.9 8.7 11.2 20.2
TOtal oo 39.3 47.8 62.8 100.1
[In billions of constant FY 95 dollars]
On-budget .......coveevvveieeee e $64.0 $54.4 $60.3 $73.8
Elementary and secondary .... 29.7 23.6 25.7 35.2
Postsecondary 20.6 15.6 15.9 17.7
Libraries, museums, and other ............. 2.9 29 4.0 5.0
Research at educational institutions ..... 10.8 12.3 14.7 15.9
Off-budget support and nonfedera! funds2 9.0 12.2 13.1 26.2
TOtal oo 73.0 66.6 73.3 100.1

! Estimated.

20ff-budget support and nonfederal funds generated by federal legislation. For more detailed discussion
see Off-Budget Support and Nonfederal Funds section on pages 12-14.

¢ The federal agencies providing the largest amounts of education program funds in FY 95 were (-ee table 3. page 9):

Agency FY 80 FY 85 FY 90 FY 951

[In biltions of current dollars)

Dept. of EQUCAtION ......cccvvivvviviierenreeiiiiise e $13.1 $16.7 $23.2 $32.9
Dept. of Health and Human Services ..........cccceeeuennneee. 5.6 53 8.0 12.7
Dept. of AGriCURUTE ..........cccocvvivenenieceiiiiiie st 4.4 48 6.3 9.1
Dept. Of LADOr ... vttt ceee e e 1.9 1.9 25 4.3
Dept. of DefeNSE .....occo i 1.6 3.1 3.6 3.7
Dept. of ENergy ......cccccevevvceeriesinneenieceieneene 1.6 2.2 2.6 2.6
National Science Foundation ...........c.cccoecuvvnennnn 0.8 1.1 1.6 2.2
National Aeronautics and Space Administration ........... 0.3 0.5 1.1 1.8
Dept. of Veterans AH{airs ........ccccevevveiienniicies e 2.4 1.3 0.8 1.5
Dept. of the INtErIOr ...ocovveiee e ctteeeeceeeeeeeeeeseeeeeens 0.4 0.5 0.6 0.7
[In billions of constant FY 95 dollars]
Dept. of EQUCALION ......ocviiieiiieeiieieceeeeeeeeceeceeeeeeeeeeee $24.4 $23.3 $27.1 $32.9
Dept. of Health and Human Services 10.4 7.4 9.3 12.7
Dept. of Agriculture 8.5 6.7 7.3 9.1
Dept. of Labor ........ccccoeeeen. 3.5 2.7 29 4.3
Dept. of Defense .... 29 4.3 4.2 3.7
Dept. of Energy 3.0 3.1 3.0 2.6
Nationai Science Foundation 1.5 1.6 1.9 2.2
National Aeronautics and Space Administration ........... 0.5 0.7 1.3 1.8
Dept. of Veterans Affairs .... 4.4 1.8 0.9 1.5
Dept. of the INtErior ......cccvivvvvvirerceceiiie e 0.8 0.8 0.7 0.7

! Estimated.

SOURCE: U.S. Department of Education, Office of the Undersecretary, unpublished data, and National Center for Edu-
cation Statistics. compiled from data appearing in U.S. Office of Management and Budget. Budget of the United States
Government, fiscal years 1982 to 1996: National Science Foundation, Federal Funds for Research and Development. fis-
cal years 1980 to 1995; and unpublished data obtained from various federal agencies. (See tables A and B in appendix.)
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Introduction

The U.S. Department of Education was created in May
1980. Most of the programs in the Department of Edu-
cation were formerly in the Office of Education in the
U.S. Department of Health, Education, and Welfare. This
report attempts to provide a comprehensive picture of
total federal financial support for education since fiscal
year 1980.2 The appendix tables in the back of this report
have additional historical data for fiscal years 1965, 1970,
and 1975. In order to account fully for all federal support
for education, programs having significant educational
components are included. even if they have additional
purposes (sec tables A and C, pages 33 and 35 in appen-
dix).

Assembling data on federal funds for education is dif-
Feult for a number of reasons. First, federal education
programs are found in dozens of federal departments and
agencies. Although some consolidation of education pro-
grams in one federal agency was achieved with the estab-
lishment of the U.S. Department of Education in 1980,
mai.y large and significant federal education programs re-
main outside the Department. In order to provide a more
~omplete account of federal support for education, the
education support from other federal agencies has been
included.

A second complicating factor is that many federal pro-
grams involving education have other primary purposes.
For example, education-related programs range from cul-
tural activities conducted in this country and abroad to
some major training institutions, such as the Foreign
Service Institute and the FBI Academy. A variety of con-
cerns—ranging from reducing poverty in programs like
Head Start to veterans® assistance—are addressed, in part.
through federal education programs (see table C. page 35
in appendix).

Also in the Medicare program there are education-relat-
ed programs. Thesc programs arc called *direct medical
education”™ (DME) and “indirect medical education™
(IME). Both DME and IME money goes to teaching hos-
pitals. The U.S. Department of Health and Human Serv-
ices can only provide the costs of these Medicare pro-
grams since FY 90. Because of accounting procedures,
they cannot go back any further, but these programs did
exist and were funded since the 1960s. Table C in the ap-
pendix has footnoted the dollar amourts expended in the
1990s. but they are not included in the total because this
report is comparing doflar amounts spent between FY 80

2Some dat. hase been revised from Federal Support for Education:
Fiveal Years 1980 10 1994 and Divest of Education Stansties. 1994,
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and FY 95. For more details see the Sources and Meth-
odology section (see pages 25-27).

Third, off-budget support and nonfederal funds gen-
erated by federal legislation are sometimes overlooked or
misunderstood, but contribute a significant share of total
support for education (see pages 12-14).

The fourth factor is estimated federal tax expenditures
related to education, which in this report include only re-
ductions in tax revenue received by the federal govern-
ment due to deductions, exemptions, and credits allowable
in the tax code. Education programs can be supported ei-
ther by direct funding or by indirect funding mechanisms
such as tax expenditures (see page 15).

It is also important to note that FY 95 data are mostly
estimated and may be subject to later revision. These esti-
mates of FY 95 outlays are provided by various federal
agencies and the U.S. Office of Management and Budget,
Budget of the United States Government, Fiscal Year
1996.

To the extent possible, outlays were used in this report
rather than obligations, with the exception of funds for
academic research at institutions of higher education. Out-
lays are the actual amount of dollars spent. Obligations
ars spending commitments by the federal government that
will require outlays either immediately or in the future.3

This report has put federal education funding into three
categories: on-budget support, off-budget support, and
nonfederal funds generated by federal programs. Some
analysts also consider funding provided through federal
tax expenditures as potential education funding. Uniess
otherwise noted, these tax expenditures are excluded from
tables in this publication (see table A, page 33 in ¢ppen-
dix).

1. On-budget funding for federal programs is generally
set through Congressional appropriations.

2. Off-budget support is federal money that has been
excluded from the budget by law. Off-budget support in
this report is the loan volume in the Federal Direct Stu-
dent Loan (FDSL) program, recently renamed the William
D. Ford Direct Loan Program.

3. Nonfederal funds are generated by federal programs
that provide loan guarantees and interest subsidies to sup-
port loan capital raised through various private and public
sources. The nonfederal funds are not recorded in the fed-
eral budget, but contingent federal financial responsibility
exists for most of these funds in the form of federal guar-
antees and subsidies for student loans made by banks and

*A more detailed description is in the Definitions section, page 29.
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other lending institutions. Nonfederal funds are also made
available for education purposes when federal programs
require matching funds or offer incentives and subsidies.
Almost all such nonfederal education funds go to post-
secondary education.

4. Federal tax expenditures are revenue deductions at-
tributable to provisions of the federal tax laws that allow
a special exclusion, exemption, or deduction from gross
income or that provide a special credit, a preferential rate
of tax, or & deferral of tax liability. An example would
be charitable contributions to educational institutions.

This report shows current and constant dollar compari-
sons, based on the federal funds composite deflator from
the U.S. Office of Management and Budget, Budget of the
United States Government, Fiscal Year 1996. The infla-
tion index rose 85.5 percent between FY 80 and FY 95.
Additional technical information appears in the Sources
and Methodology section, pages 25-27.

The National Center for Education Statistics (NCES)
plans to continue publishing an annual report on federal

funds for education. Other reports on federal funds for
education that have been published through the U.S. De-
partment of Education are Estimating Federal Funds for
Education: A New Approach Applied to Fiscal Year 1980
(Office of Planning, Budget, and Evaluation); Federal
Support for Education, various years (NCES); and Digesr
of Education Statistics, Chapter 1V, various years
(NCES).

This report has reccived extensive reviews by individ-
uals within and outside the Department of Education. The
author gratefully acknowledges their time and expert ad-
vice. Within the Offtice of Educational Research and Im-
provement (OERI), Thomas D. Snyder. Mary J. Frase, W.
Vance Grant, and Frank Johnson reviewed the manu-
script. Phil Carr designed the cover. Also within the De-
partment of Education. Office of the Undersecretary, Kirk
Siegwarth reviewed the manuscript. Outside reviewers
were Jay Noell from the Congressional Budget Office,
whose advice and help were much appreciated. and
Aromie Noe from the Office of Management and Budget.




Federal Support for Education

Growth of Federal On-Budget Funds, Off-
Budget Support, and Nonfederal Funds:
1965 through 1995

Federal support for education is estimated to be $100.1
billion in fiscal year (FY) 95, an increase of 154 percent
since FY 80. After adjustment for inflation, the increase
amounts to 37 percent. Federal education support includes
federal program funds (on-Sudget), off-budget support,
and nonfederal funds generated by federal legisiation but
excludes estimated federal tax expenditures. (See tables
1A, 1B, and table A in appendix.)

Even after being adjusted for inflation, federal on-budg-
et program funding for education rose dramatically be-
tween FY 65 and FY 75. amounting to an increase of 204
percent for elementary and secondary education; 256 per-
cent for postsecondary education: 139 percent for other
education, which includes libraries, museums, cultural ac-
tivities, and miscellaneous research; and almost 5 percent
for research at educational institutions (see figure 2 and
table A in appendix). Off-budget support and nonfederal
funds generated by federal legislation grew from virtually
nothing in FY 65 to $3.9 billion in 1995 doilars in FY
75.

Between FY 75 and FY 80, funding for most programs
remained relatively stable, except for other education,
which droprzd over 35 percent, and off-budget support
and nonfederal funds generated by federal legislation for
stedent loans, which grew rapidly (132 percent). Because
of the expansion of the student loans programs—in part
through the Middle Income Student Assistance Act of
1978. which made all students eligible for subsidies re-
gardless of need—off-budget support and nonfederal
funds generated by federal legislation rose from $3.9 bil-
lion in FY 75 to $9.0 billion in FY 80 (constant 1995
dollars).

After declining in the carly 1980s, federal on-budget
funds for education began to rise slightly in FY 87 in

constant dollars, reflecting increases in support for ele-
mentary and secondary education. other education, and re-
search at colieges and universities. Other education went
up and down in constant dollars during the early 19805
and began to rise in FY 86. However. postsecondary edu-
cation did not show any increase until FY 89. The main
reason for this decline was the termination of two pro-
grams: the old Gl Bill and the Social Security post-
secondary benefits programs (sec tables A and C in ap-
pendix).

Between FY 80 and FY §3, the total of federal on-
budget funds, off-budget support. and nonfederal funds
generated by federal legislation dropped almost 15 per-
cent after adjustment for inflation (sce table 1B and table
A in appendix). This change reflects the effects of a sub-
stantial drop in on-budget program funds for education
(19 percent) and an increase of almost 14 percent in the
volume of off-budget support and nonfederal funds gen-
erated by federal legislation. After 1983. the total of fed-
eral on-budget funds. off-budget support, and nonfederal
funds generated by federal legislation began to vise again,
increasing 60 percent by 1995 after adjustment for infla-
tion. This rise was due to increases for federal on-budget
program funds for elementary and sccondary education
(61 percent), postsecondary education (10 percent),
“other’” education (52 percent). research at colleges and
universities (47 percent), and an increase of 156 percent
for off-budget support and nonfederal funds yenerated by
federal legislation. Overall, federal on-budget funds for
education are estimated to have increased 42 percent be-
tween FY 83 and FY 95 in constant dollars.

Off-budget support and nonfederal funds generated by
federal legislation showed an increase in real (constant)
dollars between FY 80 and FY 95 (191 percent). but there
were significant fluctuations throughout the period. These
amounts tend to fluctuate because of changes in interest
rates and program legislation which aftect the number and
amount of student loans.
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Figure 1.--Federal support for education, total, on-budget funds, and

off-budget support and nonfederal funds generated

y federal

legislation: Fiscal years 1965 to 1995

(Ir: billions of doilars)
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appearing in the U.S. Office of Management and Budget, Budget .f the United States Government,
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fiscal years 1965 to 1995; and unpublished data.
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Table 1A.—Federal support for education, by category:
Fiscal years 1980 to 1995

[Amounts in billions of current dollars]

Fiscal year Percent Percent Percent
change, | change, change,
Category of support FY80 FY 85 FY 90
1980 1985 1990 1995* to to to
FY 95* | FY95* FY 95*
Total ..o, $39.3 $47.8 $62.8 1 $100.1 154.3 109.6 59.3
Federal programs, on-budget .... 34.5 39.0 51.6 73.8 114.0 89.2 43.0
Off-budget support and
nontederal funds generated
by federal legislation ........... 4.9 8.7 11.2 26.2 440.6 200.8 134.6
* Estimated.
Table 1B.—Federal support for education, by category:
Fiscal years 1980 to 1995
[Amounts in billions of constant FY 95 dollars]
Fiscal year Percent | Percent Percent
change, | change, change,
Category of support FY 80 FY 85 FY 90
1980 1985 1990 1995* to to to
FY95* | FY95* FY 95*
Total ..o $73.0 $66.6 $73.31 $100.1 37.1 50.4 36.5
Federal programs, on-budget .... 64.0 54.4 60.3 73.8 15.4 35.7 22.5
Off-budget support and
nonfederal funds generated
by federal legislation ........... 9.0 12.2 13.1 26.2 191.4 1158 100.9

° Estimated.

NOTE: Percentages based on unrounded numbers. Because of rounding. details may not add up to totals. Constant dollars are based
on the composite deflator used in the U.S. Office of Management and Budget. Budget of the United States Government, Fiscal Year

1996. Excludes federal tax expenditures

SOURCE: U.S. Department of Education, Office of the Undersecretary, unpublished data. and National Center for Education Statistics,
compiled from data appearing in U.S. Office of Management and Budget. Budget of the United States Government, fiscal years 1982 to
1996; National Science Foundation, Federal Funds for Research a>A Development, fiscal years 1980 to 1995: and unpublished data ob-
tained from varous federal agencies. (See table A in appendix.)




Federal Program Support for Education, On-Budget

Federal education program funds are estimated to be
$73.8 billion for FY 95. In current dollars, this amount
reflects an increase of 114 percent between FY 80 and
FY 95. After adjustment for inflation, the increase is 15
percent between FY 80 and FY 95 (see tables 2A and 2B
and table A ir appendix). Federal program funds gen-
erally have increased over the past 12 years, rising by 42
percent in constant dollars between 1983 and 1995, fol-
lowing a decline between 1980 and 1983 (see tables 2A,
2B, and table A in appendix). Over half of the increase
occurred between 1990 and 1995.

Elementary and secondary education programs ac-
counted for the largest share of federal program support,
$35.2 billion or 48 percent in FY 95. Expenditures for el-
ementary and secondary education programs increased 18
percent between FY 80 and FY 95 in constant dollars, but
showed the same pattern of decreasing in the early 1980s
and rising in the late 1980s as did federal education fund-
ing overall.

Postsecondary education programs received $17.7 bil-
lion of federal program suppori. or about 24 percent of
federal education funds in FY 95. In constant dollars,
postsecondary education programs showed a decline be-
tween 1980 and 1995 (14 percent). The main reason for

this decline was the termination of two programs. The
first program, the old GI Bill in the U.S. Department of
Veterans Affairs, was limited to individuals with active
military service before 1977. In FY 80, $1.6 billion was
spent, but in FY 95 no funds were spent. The second pro-
gram, Social Security postsecondary benefits program in
the U.S. Department of Health and Kuman Services. was
phased out in August 1985. In FY 80, $1.6 billion was
spent in Social Security postsecondary benefits.

Federal support for research conducted at universities
and at university-administered research and development
centers accounted for $15.9 billion, or 22 percent of the
total share of on-budget funds for FY 95. Federal support
for research showed an increase in constant dollars of 48
percent between FY 80 and FY 95.

The remaining 7 percent of federal program support, or
about $5.0 billion. is for “other’ education programs.
which include libraries, museur:s, cultural activities. and
miscellaneous research. **Other™ education programs in-
creased 75 percent from FY 80 to FY 95, after adjustment
for inflation. The **other education programs fluctuated
in the early 1980s, but have risen since FY 86 (see figure
1 and table A in appendix).

Table 2A.—Federal on-budget program funds for education, by level or
other educational purpose: Fiscal years 1980 to 1995
[Amounts in billions of current dollars)

Fiscal year Percent change
Level of edu(éitriggscér educational EY 80 EY 83 EY 85 EY 90
1980 1983 1990 1995° to to to to

FYQ95* | FY95* | FY 95" | FY 95"

Total ..., $34.5 $34.7 $39.0 $51.6 $73.8 114.0 112.6 89.2 43.0
Elementary and secondary .............. 16.0 14.5 16.9 22.0 35.2 119.6 142.3 108.3 60.1
Postsecondary education ................. 111 10.8 11.2 13.7 17.7 59.1 64.5 58.3 29.6
Other ..o 1.5 2.2 21 3.4 5.0 223.8 127.5 137.9 48.2
Research at educational institutions 5.8 7.2 8.8 12.6 15.9 174.5 120.2 80.1 26.3

* Estimated.
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Table 2B.—Federal on-budget program funds for education, by level or
other educational purpose: Fiscal years 1980 to 1995
[Amounts in billions of constant FY 95 dollars]

Fiscal yeaf Percent change
Level of education or educational EY 80 EY 83 EY 85 EY 90
purpose 1980 1983 1985 1990, | 1995° to to to to

\ FY 95° FY 95* FY 95* FY 95*

Total ... $64.0 $52.1 $54.4 $60.3 $73.8 15.4 41.7 35.7 22.5
Elementary and secondary .............. 29.7 21.8 23.6 25.7 35.2 18.4 61.4 49.4 3741
Postsecondary education ................. 20.6 16.1 15.6 15.9 17.7 -14.2 9.6 13.6 11.0
(0] (=1 U UURSN 2.9 3.3 2.9 4.0 5.0 74.5 51.6 70.7 26.9
Research at educational institutions 10.8 10.9 12.3 14.7 15.9 48.0 46.7 29.2 8.2

* Estimated.
NOTE: Percentages based on unrounded numbers. Because of rounding, details may not add up to totals.
SOURCE: U.S. Department of Education, National Center for Education Statistics, compiled from data appearing in U.S. Office of Man-

agement and Budget, Budget of the United States Government, fiscal years 1982 to 1996; National Science Foundation, Federal Funds
for Research and Development, fiscal years 1980 to 1995; and unpublished data obtained from various federal agencies. (See tablie A in

appendix.)

Among federal agencies, the Department of Education
(ED) is the largest provider of education funds at all pro-
gram levels except for research. ED’s estimated FY 95
program funds were $32.9 billion—45 percent of the total
(sec table 3 and tables B and C in appendix). In terms
of spending for research at universities, the Department of
Health and Human Services (HHS) provides the most—
$6.6 billion, or 42 percent of the total spent on research.

While total federal program funds for education and re-
lated activities have increased 15 percent in constant dol-
lars between FY 80 and FY 95, education spending
changes varied greatly among federal departments and
agencies (see table 3 and tables B and C in appendix).
For example. education spending by the Department of
Veterans Affairs declined from $4.4 billion to $1.5 billion
(65 percent) between FY 80 and FY 95, after adjustment
for inflation. The reason for the decline is the termination
of the Department of Veterans Affairs’ largest education
program, the old Gl Bill, limited to individuals with ac-
tive military service before 1977. However. the new Gl
Bill. which was enacted in October 1984, established two
new peacetime educational programs, which increased
241 percent in constant dollars between FY 90 and FY

95. In contrast, National Aeronautics and Space Adminis-
tration (NASA) education spending increased from $0.5
billion to $1.8 billion, an increase of 283 percent between
FY 80 and FY 95 (sce table 3). NASA education spend-
ing has shown a large increase because of more federal
spending on research (see table C in appendix).

Of the 10 largest providers of federal education pro-
gram funding, seven had an increase in federal spending,
after adjusting for inflation, between FY 80 and FY 95.
Only the Department of Veterans Aftairs, the Department
of Energy. and the Department of the Interior showed a
decrease. However, between FY 90 and FY 95 the De-
partment of Veterans Affairs showed an increase (73 per-
cent). The agencies that showed the largest percentage in-
creases in constant dollars were NASA (283 percent). Na-
tional Science Foundation (49 percent), Departmznt of
Education (35 percent), Department of Defense (29 per-
cent), and Department of Labor (25 percent). Between FY
90 and FY 95 the Department of Energy (13 percent), the
Department of Defense (11 percent), and the Department
of the Interior (6 percent) registered a decrease after ad-
justing for inflation.
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Figure 2.--Federal on-budget funds for education, by agency:
Fiscal year 1995

y Department of Education, 44.6%

Department of Agricuiture, 12.3%

Department of Defense, 5.1%

Other, 3.0%
National Aeronautics and Space Administration, 2.5%

Department of Energy, 3.5%

National Science Foundation, 3.0%
Department of Veterans Affairs, 2.1%
Department of Labor, 5.8%

Department of the Interior, 0.9%

Department of Health and
Human Services, 17.2%

Total=$73.8 billion

SOURCE: U.S. Department of Education. National Center for Education Statistics, compiled from data
appearing in the U.S. Office of Management and Budget, Budget of the United States Government.

Fiscal Year 1996; and the National Science Foundation, Federal Funds for Research and Development,
Fiscal Years 1993, 1994. and 1995,
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Table 3.—largest providers of federal on-budget education program funding, by
agency: Fiscal years 1980, 1985, 1990, and 1995
[Amounts in billions of constant FY 95 dollars]

FY 80 FY 85 FY 90 FY 95° [ Percent | Percent
change, change.
Agency Percent Percent Percent Percent FY 80 FY 90
Amount of Amount of Amount of Amount | of to to
total total total total FY 95° FY 95°
Total ..o $64.0 | 100.0 $54.4 | 100.0 $§60.3 | 100.0 $73.8 100.0 15.4 225
Dept. of Education (ED) .............. 24.4 38.1 233 42.8 271 44.9 32.9 446 35.2 21.6
Dept. of Health and Human
Services (HHS) .................... 10.4 16.3 7.4 13.6 93 15.4 12.7 17.2 21.8 36.5
Dept. of Agriculture (USDA) ........ 8.5 13.2 6.7 12.3 7.3 12.1 8.1 12.3 6.9 23.8
Dept. of Labor (DOLY ................. 35 54 27 5.0 2.9 4.9 4.3 5.8 247 46.9
Dept. of Defense (DOD) 29 45 4.3 8.0 4.2 7.0 37 5.1 294 -11.1
Dept. of Energy (DOE) ................ 30 4.7 341 5.8 3.0 5.0 26 35 -12.4 -12.8
National Science
Foundation (NSF) ............... 1.5 2.3 1.6 29 1.9 3.1 2.2 3.0 48.8 20.3
National Aeronautics and Space
Administration (NASA) ......... 0.5 0.7 0.7 1.3 1.3 21 1.8 25 282.8 421
Dept. of Veterans Affairs (VA) .... 4.4 6.8 1.8 3.3 0.9 1.5 1.5 21 —64.9 7341
Dept. of the Interior (INT) ............ 0.8 1.3 0.8 1.4 0.7 1.2 0.7 09 -15.4 6.1
All other federal agencies ........... 4.3 6.7 2.0 37 1.7 2.8 2.2 3.0 —47.9 30.2

* Estimated.

NOTE: Percentages based on unrounded numbers. Because of rounding. details may not add up to totals. See table B in appendix for

current dollars.

SOURCE: U.S. Department of Education, National Center for Education Statistics. compiled from data appearing in U.S. Office of Man-
agement and Budget, Budget of the United States Government, fiscal years 1982 to 1996; National Science Foundation. Federal Funds for
Research and Development, fiscal years 1980 to 1995; and unpublished data obtained from various federal agencies.

Elementary and Secondary Programs

Almost 44 percent of the $35.2 billion spent by the
tederal government in FY 95 on elementary and second-
ary education came from the Department of Education
(ED) (see table C in appendix). Some of ED's major pro-
grams in elementary and secondary education are: Title I,
Education for the Disadvantaged (the second largest sin-
gle federally funded elementary and secondary education
program (20 percent)): Education for Individuals with
Disabilities: Chapter 2. School Improvement Programs.
which among some of these programs are the Safe and
Drug-Free Schools programs and the Eisenhower Profes-
sional Development program and the Innovative Edu-
cation program: Vocational and Adult Education: and Im-
pact Aid.

The Department of Agriculture. the second largest pro-
vider for elementary and secondary education activitics
(23 pereent). funds the child nutrition programs (the larg-
est federally funded elementary and secondary education
programs (22 percent)). Among other federal agencies
with substantial outlays in elementary and secondary edu-
cation is the Department of Health and Human Services
(HHS) (14 pereent). which funds the Head Start program
tor preschool children who are disadvantaged and also
provides support to students under 19 who are covered by
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Social Security Benefit programs. HHS also funds the Aid
for Dependent Children (AFDC) work programs created
by the Family Support Act of 1988. which provides funds
for the Job Opportunities and Basic Skills training pro-
grams for parents with dependent children on AFDC. The
Department of Labor provides for classroom training and
other programs through the Job Training Partnership Act.
including the Job Corps program. These programs provide
basic literacy and vocational skills training for education-
ally and economically disadvantaged youths. The Depart-
ment of Defense (DOD) operates a large number of
schools for children whose parents are U.S. military per-
sonnel stationed overseas or at certain installations in the
United States. The Overscas Dependents Schools program
is DOD’s largest elementary and secondary program. The
Department of the Interior provides funds for education
and welfare services for American Indians through pro-
grams in the Burcau of Indian Affairs. The Department
of Veterans Aftairs funds vocational and job training pro-
grams for disabled service members and veterans.

Postsecondary Programs, On-Budget

Among federal agencies, the Department of Education
is the primary provider of funds for postsecondary cdu-
cation texeluding research). spending $14.1 billion, or 79
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percent of the $17.7 billion of federal support for post-
secondary education in FY 95. The largest federal pro-
grams in postsecondary education are ED’s Student Fi-
nancial Assistance (SFA) programs and the Federal Fam-
ily Education Loan (FFEL) program, formerly the Guar-
anteed Student Loan (GSL) program. The on-budget fund-
ing of the FFEL program primarily includes special al-
lov;ances to lenders. in-school subsidized interest pay-
ments. and payments for loan defaults. The SFA and
FFEL funds made available through nonfederal organiza-
tions as a result of these programs are included under
nonfederal support. ED also has a new program, Federal
Direct Student Loan (FDSL) program, recently renamed
the William D. Ford Direct Loan Program, that will be
phased in, beginning with the 1994-95 academic year.
The Student Loan Reform Act of 1993 authorized this
new program. FDSL will provide loans to students pri-
marily through postsecondary institutions using capital
raised by the U.S. Treasury rather than through private
lenders and will provide borrowers with greater choice in

repayment plans. Although these capital amounts are not -

considered on-budget, the subsidy costs associated with
them are considered as an on-budget outlay. The second
largest provider of postsecondary education, the Depart-
ment of Veterans Affairs, funds programs under the new
Gl Bill (Montgomery Bill) for veterans and members of
the Sclected Reserve Armed Forces. The Department of
Health and Human Services, the third largest provider,
supports college education through its Health Training
programs and National Institutes of Health training grants.
The Department of Defense, the fourth largest provider of
funds for postsecondary education, provides funds for tui-
tion assistance for military personnel, operation of service
academies. the Senior Reserve Officer Training Corps,
and professional development for officers.

Other Education Programs

Other cducation programs provide funds for special in-
stitutions. libraries, professional development at specific
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institutes, and a variety of cultural activities conducted in
this country and abroad and some miscellaneous research.
In FY 95, almost two-thirds of these funds came from the
Department of Education and almost 9 percent came from
the Department of Agriculture. Next are the Library of
Congress, Agency for Intemational Development, and the
Federal Emergency Management Agency (FEMA). The
Corporation for National and Community Service. which
is a new agency that provides education grants of up to
$4,725 per year to people age 17 years or older who per-
form community service before, during, or after post-
secondary education starting in FY 94, the Department of
Health and Human Services, National Archives and
Records Administration, and the National Endowment for
the Humanities also made substantial outlays for **other™
education-related programs. The largest ‘“‘other’” edu-
cation program in FY 95 was the Rehabilitation Services
and Disability Research program funded through the De-
partment of Education.

Research

The Department of Health and Human Services (HHS)
funds large amounts of research at universities and uni-
versity-sponsored research and development centers. HHS
expended $6.6 billion, or 42 percent of the $15.9 hillion
of federal support going to research in FY 95, exceeding
the research funding of any other federal department.

The Department of Energy ($2.6 billion) and the Na-
tional Science Foundation ($2.0 billion) also provide large
amounts of funding for research at universities and related
institutions. The National Aeronautics and Space Admin-
istration ($1.8 billion) and the Department of Defense
(81.8 billion) are the only other agencies with estimated
expenditures for university research exceeding $1 billion
in FY 95. The Department of Education provided $330
million in FY 95 (see table 4 and table C in appendix).



Table 4.—The largest on-budget education program activities, by level or
other educational purpose: Fiscal years 1980, 1985, 1990, and 1995
[Amounts in billions of constant FY 95 dollars)
Outlays Percent Percent
Level of education or other educational purpose. crgngg ' cgngg '
by program and agency FY 80 FY 85 FY 90 Fy g5° to to
Fy 95°* FY 95°
Elementary and secondary
$29.7 $23.6 $25.7 $35.2 18.4 3741
Child nurition programs (USDA) 6.3 5.1 5.8 7.6 220 315
Educat'on for the disadvantaged (ED) ........ 5.9 5.9 5.2 7.0 18.3 34.0
Education for individuals with disabilities (ED} 15 1.4 1.9 3.6 136.9 91.3
Head Start (HHS) .......... 14 1.5 1.7 3.5 159.2 109.0
Training programs (DOL) ........... 26 1.9 21 33 272 57.9
School improvement programs (ED) . 1.5 07 14 1.6 8.6 144
Vocational and adult education (ED) 16 0.9 15 15 -3.3 1.2
Impact aid (ED} 1.3 09 1.0 11 -15.0 14.2
JOB COrpS (DOLY .ot 09 08 09 10 196 20.7
Payments to states for AFDC work programs (HHS) — —_ 05 0.9 — 747
Overseas dependents schools (DOD) ..... 0.6 09 1.0 .08 345 -16.3
Other elementary/secondary programs ... 6.2 35 27 341 -50.7 141
Postseco.dary education
Total (on-budget) ... $20.6 15.6 $15.9 $17.7 -14.2 11.0
Student financial assistance (ED) ... .....ccccccvveeiiivinnnnne 6.8 58 6.9 7.3 6.3 5.1
Federal Family Education Loans (ED} ......... .. ...l 2.6 49 5.1 47 816 -~71
Other postsecondary programs ..............cceeeveeeeveereeneennenns 11.2 48 39 5.7 -49.2 44.9
Cther
$2.9 $2.9 $4.0 $5.0 74.5 26.9
Rehabilitative services and disability research (ED) ......... 0.8 11 21 26 222.5 229
Other education programs ... ...... .cccovvens vee crvveeeeneeenans 21 1.8 19 25 18.2 315
Research

TOAL Lo e e $10.8 $123 $14.7 $15.9 48.0 8.2
Research (HHS) 3.9 45 57 5.6 71.5 16.0
Research (DOE) 2.7 3.1 29 2.6 -5.4 -12.4
Research (NSF) ...... ... ...l 14 15 17 20 425 18.0
Research (NASA) .. 05 07 1.3 18 282.8 421
Research (DOD) ........ 1.2 17 22 18 498 -18.0
Other research programs 11 08 0.9 11 23 231

* Estimated
—Not applicable.

NOTE: Percentages based on unrounded numbers. Because of rounding, details may not add up to totals. See table C in appendix for current dollars. See

table 3 for the names of federal agencies abbreviated above.

SOURCE: U.S. Department of Education, National Center for Education Statistics, compiled from data appearing in U.S. Office of Management and Budget.
Budget of the United States Govermment, fiscal years 1982 to 1996. National Science Foundation, Federal Funds for Research and Development, fiscai years
1980 to 1995: and unpublished data obtained from various federal agencies.
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Off-Budget Support and Nonfederal Funds Generated by
Federal Legislation

Federal support for education extends beyond those
amounts included in the U.S. Budget. To measure the im-
pact of the federal role in supporting education, one must
also take into account nonfederal funds that are made
available for education purposes when federal programs
require matching funds or offer incentives and subsidies.
Even though nonfederal funds are excluded from the fed-
eral budget, a contingent federal financial responsibility
exists for most of this support in the form of federal guar-
antees and subsidies for student loans made by banks and
public and private lending authorities. This responsibility
may result in additional federal spending which has to be
financed by taxes, borrowing, or other means. Almost all
education-related, nonfederal funding occurs in the area of
loans for postsecondary students.

Nonfederal funds in this report have both nonfederal
and on-budget funding components. The Federal Family
Education Loan (FFEL) program subsidizes and guaran-
tees low-interest loans to students and parents. The on-
budget components include the interest paid to the lender
while the borrower is in school, and if required, a special
allowance paid to lenders. The federal government pays
interest subsidies to over 7,500 lenders and guarantees
loans against default through reinsurance payments to
over 42 guaranty agencies. If the borrower defaults on the
loan, there is another on-budget component. This is the
amount of the loan for which the lender must be reim-
bursed. The nonfederal funds component is the capital
provided by private lenders for student loans. This pro-
gram is being reduced beginning in the 1994-95 school
year and being supplemented by the Federal Direct Stu-
dent Loan (FDSL) program, which was recently renamed
the William D. Ford Direct Loan Program. In addition to
the creation of Direct Loans, the Student Loan Reform
Act (SLRA) of 1993 mandates major changes in the
FFEL program. including new fees for lenders and hold-
ers of some FFEL loans and new risk-sharing structures.
under which states, loan holders, and guaranty agencies
are responsible for some loan default costs. The SLRA
also lowers FFEL borrower interest rates and origination
fees.

The new Federal Direct Student Loan (FDSL) program
(William D. Ford Direct Loans) is a streamlined student
loan system that began making loans as of July 1, 1994,
and began to operate along with the FFEL system. The
FDSL. program had approximately 5 percent of the total
new loan volume (combined FFEL program and FDSIL.
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program loans) in 1994-95, and is projected to expand to
40 percent in 1995-96 and 50 percent in 1996-97. Under
the FDSL program. loan capital is provided directly by
the federal government, using Treasury borrowing. rather
than through federal subsidization of private lenders and
state-level guaranty agencies. The government's ability to
borrow funds at relatively low interest rates and its ability
to contract for low cost loan servicing makes the Direct
Loan program less expensive than the subsidies paid to
lenders and guaranty agencies in the FFEL program. The
on-budget support will be administrative costs, interest
subsidies to borrowers. and the accounting for loan de-
faults. For purposes of this report. the off-budget support
will be the capital provided by the federal government for
student loans.

The Perkins Loans program (formerly the Direct/De-
fense Loans). initially authorized under the National De-
fense Education Act of 1958, currently has some 2.700
participating institutions that administer the Perkins Loans
revolving funds. These revolving funds have been built up
over 30 years of federal capital contributions (these are
the on-budget funds). with institutions providing one dol-
lar for every nine federal dollars (the institutions’ con-
tributions are the nonfederal funds). In 1992, amendments
changed the institutioral match to 50 percent for low-de-
fault schools participating in the expanded lending option:
25 percent for all others. There are also Perkins Loans
cancellations payments which are related to cancellation
of loan obligations of borrowers. Institutional funds are
reimbursed by the federal government for debts cancelled
as a result of a borrower engaging in certain public serv-
ice occupations. such as teaching in Head Start programs.
full-time law enforcement. or nursing. These cancellations
payments are on-budget funds. The annual maximum
amount a student can borrow under the Perkins Loans
program is $3.000 for undergraduates and $5.000 for
graduate and professional students.,

The Income Contingent Loan (ICL) program. created
by the Higher Education Amendments of 1986, was a
demonstration project that had a [0-institution limit on
participation. These 10 institutions were required to match
federal capital contributions at the rate of one institutional
dollar for every nine federal dollars. On July 1. 1992, the
iCl. program was repealed by the Higher Education Act
Amendmenis and the remaining funds were transferred to
the Perkins Loans, College Work-Study. and the Supple-
mental Educational Oopertunity Grant programs. One fea-
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ture of the former ICL repayment program became a
standard feature in swdent loans in the 1993 Student
Loan Reform Act. which is that the repayment program
allows a student to take a low-paying. community-ori-
ented job without the fear of defaulting. Both the Perkins
Loans and the ICL have revolving loan funds. for making
new loans and for collecting loans. that the institutions
are responsible for administering. The federal capital con-
tributions to the Perkins Loans and the ICL programs are
the on-budget funds and the institutions’ capital contribu-
tions are the nontederal funds.

The State Student Incentive Grant (SS1G) program pro-
vides incentives to states to develop state-level, need-
based postsecondary student grant and community service
work-study programs. Federal funds aré matched by state
contributions on a dollar-for-dollar basis, although some
states choose to overmatch. When the program was first
authorized in 1972, fewer than 30 states had undergradu-
ate grant programs. Now all states participate and state
expenditures have continued to expand, even as federal
funding has dropped or remained level.

Under the Work-Study program, the Department of
Education makes grants to participating institutions to
help pay salaries of undergraduate and graduate students
working part-time, typically in on-campus jobs. In 1992,
the institutional-matching share was 30 percent. In 1993,
1994, and 1995, the institutional-matching share was 25
percent. Institutions are required to use at least 5 percent
of their work-study allocation to pay students employed
in community service jobs beginning in award year 1994
95.

The Supplemental Educational Opportunity Grant
(SEOG) program is ‘‘campus-based’" like the Work-Study

program in that they both are administered primarily by
the participating institutions using yearly allocations of
federal funds. The SEOG program provides grant assist-
ance to undergraduate students who demonstrate need
under a statutory need-analysis system. Beginning in
1993, the federal share of such grants may not exceed 75
percent of the total grant. The SEOG progiam provides
grant assistance of up to $4,000 per academic year to un-
dergraduate students with demonstrated financial need.

Some $26.2 billion in off-budget support and non-
federal funds that are generated by federal legislation that
do not appear as budget authority or outlays in the U.S.
Budget assisted postsecondary students ‘and institutions of
higher education in FY 95. These funds constituted 26
percent of the total federal support for education. These
funds associated with postsecondary education, combined
with on-budget postsecondary education programs and re-
search, amounted to $59.9 billion in FY 95, or about 60
percent of the total federal support for education (see ta-
bles 5A, 5B, and table A in appendix).

Under the FFEL program, new student loans totaling
$18.7 billion were made in FY 95. The FDSL loans ac-
counted for $7.1 billion in FY 95 and the Perkins Loans
program accounted for an additional $.05 billion in
matching funds for low-cost loans. In FY 95, it is esti-
mated that the SSIG program aided students with $.06
billion in state-appropriated SSIG expenditures used to
match federal funds. The nonfederal share of the SEOG
program amounted to $0.2 billion and under the Work-
Study program, employer contributions to student earn-
ings amounted to $0.2 billion.
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Table 5A.—Off-budget support and nonfederal funds for education generated by
federal legislation:
Fiscal years 1980, 1990, and 1995

[Amounts in millions of current dollars)

Off-budget support and nonfederal funds Percent Percent
chanrge, change,
Federal programs FY 80 FY 90
FY 80 FY 90 FY 951 to to
FY 951 FY 951
Total ..o $4,855.7 $11,187.2 $26,248.2 440.6 134.6
Total off-budget support
Federal Direct Student loans ........................ —_ — 7.094.0 — —
Total nonfederal funds
Federal Family Education loans ................... 4,598.0 10,826.0 18,663.0 3058 72.4
Perkins 10ans ........ccccoceivviervennnne. 31.8 15.0 52.7 65.7 250.8
Income Contingent loans?2 ....... — 0.5 — — —
State Student Incentive Grants ..................... 76.5 59.2 63.4 -171 7.1
Supplemental Educational Opportunity
GrantS ....c..coerrermeeecireee e —_ 48.8 184.6 —_ 278.3
Work-Study aid 149.4 237.7 190.5 27.5 -19.8
! Estimated.
2Closed in 1992.
—Not applicable.
Table 5B.—Off-budget support and nonfederal funds for eclucation generated by
federal legislation:
Fiscal years 1980, 1990, and 1995
[Amounts in millions of constant FY 95 dollars]
Off-budget support and nonfederal funds Percent Percent
change, change,
Federal programs FY 80 FY 90
FY 80 FY 90 FY 951 to to
FY 951 FY 951
Total ..o, $9,007.1 $13,063.3 $26,248.2 191.4 100.9
Total off-budget support
Federal Direct Student loans ............c........... — — 7.094.0 — —
Total nonfederal funds
Federal Family Education loans ................... 8,529.2 12,641.5 18.663.0 118.8 47.6
Perkins loans .......cccecevveveeninnen.. 58.9 17.5 52.7 -10.7 200.4
Income Contingent loans?2 ........... — 0.6 — — —
State Student Incentive Grants .................... 141.9 69.1 63.4 -553 -8.3
Supplemental Educational Opportunity
GrantS .c..oovvevevvecrneeninineeeee et — 57.0 184.6 - 224.0
Work-study aid ..o, 2771 277.6 190.5 -31.2 -31.4
' Estimated.

2Closed in 1992,
—Not applicable.

NOTE: Percentages based on unrounded numbers. Because of rounding, details may not add up to totals.

SOURCE: U.S. Department of Education, Office of the Undersecretary, unpublished data. (See table A in appendix.)
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Estimated Federal Tax Expenditures to Support Education

Federal support for education also comes indirectly
through the U.S. tax code. For example, deductions al-
lowed for state and local taxes—major sources of local
education funding—on federal income tax retumns reduce
federal revenues and are known as federal tax expendi-
tures. At the same time, tax expenditures reduce the bur-
den of school support on individual taxpayers, mainly tax-
payers who itemize. Some of these federal education tax
experditures are deductions of charitable contributions to
educational institutions; exclusions of scholarships, fel-
lowships. and G Bill benefits from taxable income: per-
sonal exemption status on parents’ federal income taxes
for dependent students over 19 years of age; and exemp-
tion from federal taxes of interest income from state and
Jocal school bonds and student loan bonds.

Altogether federal tax expenditures on education were
estimated at $21.2 billion in FY 90, reflecting a decrease
of 14 percent since 1980, after adjusting for inflation. Al-
though there were fluctuations from year to year during

this period, there was a significant drop in FY 88 (sce
table A in appendix). The Tax Reform Act of 1986 may
have curiailed tax subsidies in several ways. First, it
eliminated or restricted certain deductions and exemp-
tions. Second, increases in the standard deduction may
have turmed many former itemizers into nonitemizers, re-
ducing the subsidy value of such items as the deductibil-
ity of local school property taxes. And third, marginal tax
rates have been reduced, shifting taxpayers into lower
brackets and lowering the value of all remaining deduc-
tions. exclusions, and exemptions.

The reason for referring to these subsidies as "'tax ex-
penditures™ is that the benefits provided by the tederal
government through tax preferences are equivalent to ben-
efits that could be provided in the form of direct federal
outlays for education. Consequently, federal tax subsidies
should be taken into account when providing a com-
prehensive assessment of federal financial support for
education.

Table 6.—Estimated federal tax expenditures for education:
Fiscal years 1975 to 1990

[Amounts in billions of current and constant FY 95 dollars]

Percent Percent

Estimated federal change, | change,

tax expenditures FY 75 FY 80 FY 85 FY 89 FY 90 F\ioso FKOBQ

FY 90 FY 90
In current dollars .....coevveveneinnnn $8.6 $13.3 $18.0 $16.9 $18.1 36.2 7.4
In constant dollars ........cceeeeeniee. 23.8 247 25.1 20.6 21.2 -14.3 2.9

NOTE: Percentages based on unrounded numbers. Because of rounding, details may not add up to totals.

SOURCE: U.S. Department of Education,
Tax Expenditures, FY 1980 to 1984, “Federal Tax Expenditures,

National Center for Education Statistics, contractor reports b?/ Stephen M. Barro: “Federal
FY 1984 to FY 1988;" and “Estimates o

Federal Tax Expenditures for

Education. Selected Fiscal Years, FY 1975 to FY 1990." (See table A in appendix.)
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Recipients of Federal Education Support

Not all federal education support goes directly to
schools, colleges, universities or other traditional edu-
cation institutions. Some goes directly to students (for
school costs, for out-of-pocket expenses. and off-campus
housing). some to banks (to pay interest subsidies and de-
fault costs on guaranteed loans). some for direct tederal
services (such as military academies or overseas depend-
ents schools). and some for other institutions such as li-
braries or museums.

Recipients of federal education support are grouped in
the following categories in this report: local education
agencies (LEAs), state education agencies (SEAs). stu-
dents. institutions of higher education (IHEs). and the fed-
eral government (FED). which itself is a recipient of fed-

eral education funds when it spends directly for education
and related activities. (See figure 3. and tables 7A. 7B.
and tables D, E, and F in appendix). Also tabulated are
“multiple” recipients, a category used to capture federal
funds available to more than one type of eligible recipi-
ent, and “‘other’" recipients, a category that includes In-
dian tribes. private nonprofit agencies, and banks.

The initial recipient of federal education funds is fre-
qQuently not the ultimate recipient of the funds. For exam-
ple. SEAs apply for and receive federal aid that they pass
on to their LEAs. while much federal student assistance
is channeled through colleges to students who then spend
it on tuition and books and room and board at the same
IHEs.

Table 7A.—Federal Support for education, by type of ultimate recipient:

Fiscal years 1980, 1990,

and 1995

[Amounts in billions of current dollars]

FY 80 FY 90 FY 951 Percent | Percent
change, | change,
Ultimate recipient Per- Per- per. | FY80 | FY 90

Amount cent | Amount cent | Amount cent to to
FY g51 [ Fy g51
Total ..o $39.3 | 100.0 $62.8 | 100.0 | $100.1 | 100.0 154.3 59.3
Local education agencies ... 109 | 278 13.9 | 221 20.7 ( 20.7 89.7 49.3
State education agencies ... . 1.4 35 3.3 52 55 55 2947 67.4
College students? ... """ 9.1 232 105 168 185| 185 102.6 754
Institutions of higher education ................ 11.2 28.6 2041 325 310 31.0 176.2 52.0
F deral government ... 14 35 24 3.9 3.1 3.1 126.9 29.3
Multiple types .........ccocooocomvmrenri 25 6.4 5.5 8.8 1041 104 313.0 87.8
Other ..o 258 7.0 6.7 107 108 108 291.3 60.5

' Estimated.

2This includes estimated off-campus spending by students. See methodology section for estimation procedures.
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Table 7B.—Federal support for education, by type of ultimate recipient:
Fiscal years 1980, 1990, and 1995
[Amounts in billions of constant FY 95 dollars]

FY 80 FY 90 FY 951 Percent { Percent
change, | change,
Ultimate recipient . g .| FYso i FY 90

Amount E:r:t Amount E:;t Amount E:r:t to to
FY951 | FY 951
Total .o $73.0 | 100.9 $73.3 | 100.0| $100.1 | 100.0 371 36.5
Local education agencies ..........c.ccccevvnen 20.3 27.8 16.2 221 20.7 20.. 2.2 27.9
State education agencies ..........c...cooceevinnn. 2.6 3.5 3.8 5.2 5.5 55 112.8 43.3
College Students2 ........cccoccinniniccccecnenn 169 23.2 12.3 16.8 18.5 18.5 9.2 50.2
Institutions of higher education ................... 20.8 28.6 23.8 32.5 31.0 31.0 48.9 30.2
Federal government ..........cocccvnninienn, 26 3.5 2.8 39 3.1 3.1 223 10.8
Multiple types .....c.cccciiiiniin 4.7 6.4 6.5 8.8 10.4 10.4 122.7 60.8
Other o 5.1 7.0 7.9 10.7 10.8 10.8 111.0 37.4

1 Estimated. )

2This includes estimated off-campus spending by students. See Sources and Methodology section for estimation procedures.

NOTE: Excludes estimated federal tax expenditures. Percentages based on unrounded numbers. Because of rounding. details may not

add up to totals.

SOURCE: U.S. Department of Education, Office of the Undersecretary, unpublished data, and National Center for Education Statistics,
compiled from data appearing in U.S. Office of Management and Budget, Budget of the United States Government. fiscal years 1982 to
1996 Nationa! Science Foundation, Federal Funds for Research and Development, fiscal years 1980 to 1995; and unpublished data ob-

tained from various federal agencies.

Federal support to education (excluding federal tax ¢x-
penditures) amounted to $100.1 billion in FY 95. The
IHEs received the largest share, followed by LEAs. col-
lege students, other. multiple. SEAs. and the federal gov-
ernment (see tables 7A and 7B). Federal education funds
increased 36 percent between FY 80 and FY 95, after ad-
justment for inflation, but there were significant dif-
ferences among the recipient categories. Funds received
by LEAs remained relatively stable, after adjustment for
inflation. There was sizeable growth from FY 80 to FY
95 in funds received by multiple recipients. SEAs. and
other recipients. The growth in funds to SEAs and mul-
tiple recipients was in large measure due to increases in
funding for handicapped students and the Head Start pro-
gram. Funds for the ‘‘other™ category rose by 111 per-

cent between FY 80 and FY 95. Much of this funding
went to financial institutions to support the Federal Fam-
ily Education Loan program (see tables 8A. 8B. and ta-
bles D and F in appendix).

In FY 95 (sce tables 8A and 8B). LEAs received most
of the elementary and secondary education funds and 21
percent of all federal education support. Students received
the largest portion of support at the postsecondary edu-
cation level and SEAs received the highest proportion at
the “*other’” education level. [HEs received virtually all of
the research funds. [HEs were also the largest recipient of
total federal support (31 percent). Most of the oft-budget
support and nonfederal funds went to college students and
IHEs.
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Figure 3.--Total federal support for education,
by type of ultimate recipient:
Fiscal year 1995

State education agencius, 5.5%

College students, 18.5%

R | ocal education agencies, 20.7%

Institutions of
higher education, 31.0%

Multiple types of recipients, 10.4%
Federal government, 3.1%

Total = $100.1 billion

Note: Excludes estimated federal tax expenditures.

SOURCE: U.S. Department of Education, Office of the Undersecrstary, unpublished tabulations, and National
Center for Education Statistics, compiled from data appearing in the U.S. Office of Management and Budget,
Budget of the United States Government, Fiscal Year 1996; National Science Foundation, Federal Funds

Research and Development, Fiscal Years 1993, 1994, and 1995; and unpublished tabulations from various agencies.
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In FY 95 (see table F in appendix). ED was the largest
provider of federal funds for LEA and SEA recipients.
The largest provider for “*students’ was off-budget sup-
port and nonfederal tunds gencrated by programs admin-
istered by the Department of Education (ED). The largest
provider for IHEs was off-budget support and nonfedzral
funds generated by programs administered by the Depart-

ment of Education and the Department of Health and
Human Services: for the tederal category. the Department
of Defense; for the “‘other’” category of recipicnts, the
off-budget support, the nonfederal funds, and the Depait-
ment of Education; anu tor the multiple category of re-
cipients, the Department of Health and Human Services
and the Department of Labor.

Table 8A.—Ferderal support for education, by level and type of ultimate recipient:
Fiscal years 1980, 1990, and 1995

[Amounts in billions of current dollars]

Ultimate recipiznt
Year and level Mul-

Total | LEA | SEA | Students | IHE | FED tiple Other

1980 total .......o.ceeeeeieeee e $39.3 | $109| $14 $9.1 | $11.2] $14| $25! $2.8
Elementary and secondary ......c.cccccceeeveeeeieeenneninnnennn. 16.0 10.9 09 1.6 M 07 1.9 M
Postsecondary ...ttt e 11.1 — 0.1 5.4 3.8 0.2 0.3 1.3
Other oottt v e e et e ae 1.5 M 0.3 M M 0.5 0.3 0.4
RESEAICH ...o.eiiicii ettt e e e s 5.8 —_ —_ - 5.8 — — —
Off-budget support and nonfederal funds .................. 4.9 — 0.1 2.1 1.6 — — 1.0
1990 total ........occiiiee 628 13.9 3.3 105! 204 24 5.5 6.7
Elementary and secondary .........ccccceviievenierieveeniennen 22.0 13.9 1.2 0.7 0.1 1.4 45 0.1
Postsecondary .......cccoviiiiiiic e 13.7 — 0. 4.9 40 0.2 0.6 3.7
O her .ot s et 34 M 1.5 M — 0.8 0.4 06
RESEAICH ....oeeiieeieii e 12.6 — — — 12.6 — — —_
Off-budget support and nonfederal funds .................. 11.2 — 0.2 49 3.7 — — 24
1995 total? ..o 100.1 20.7 5.5 185} 31.0 341 104} 108
Elementary and secondary ...........c.c..ccoceevveeievenneen, 35.2 20.7 25 1.1 0.2 1.7 9.0 M
Postsecondary ........ccccceiiiiiniiinne e 17.7 — 0.3 6.7 53 0.2 0.7 45
ORI oo e e et e 5.0 0.1 2.1 M 0.1 1.2 0.7 0.7
RESEAICH ......coiiiice e e e 15.9 — —_ — 15.9 - - —
Off-budget support and nonfedera! funds .................. 26.2 — 0.6 10.7 9.6 — — 5.4

1$50 million or less.
2 Estimated.
—Not applicable.




Table 8B.—Federal support for education, by level and type of uitimate recipient:
Fiscal years 1980, 1990, and 1995

[Amounts in billions of constant FY 95 dollars]

Year and level

Ultimate recipient

Total | LEA | SEA | Students | IHE | FED {‘i"p‘fg Other

1980 total ..o $73.0 | $20.3| $2.6 $16.9 | $20.8| $26| 847! 8$5.1
Elementary and secondary ..o 2971 203 1.6 29 M 1.3 35 M
Postsecondary ..o 20.6 — 0.2 10.0 71 03 0.6 25
OB i 29 ") 0.6 M (") 0.9 0.5 0.7
RESBAICH ... 10.8 —_ — — 10.8 — — —_
Off-budget support and nonfederal funds .................. 9.0 — 0.2 4.0 3.0 — — 1.9
1990 total ..o 733 16.2 3.8 123 | 238 28 6.5 79
Elementary and secondary .........ccoevniniiininn 257 16.2 1.5 0.8 0.1 1.7 53 0.1
Postsecondary .........ccciiiiiiin . 158 — 0.3 5.8 4.6 0.2 0.7 4.3
OB ettt tesee sttt e 40 Q) 1.8 M - 0.9 0.4 0.7
RESBAICH ..iiivvveeiiciirc e 14.7 — — —_ 14.7 — — —
Off-budget support and nonfederal funds ................. 13.1 — 0.2 57 4.4 —_ — 2.8
1995 total? .......ooinivinn 1001 | 207 5.5 185 310 341 104 108
Elementary and secondary ... 352 | 207 25 1.1 0.2 1.7 9.0 M
Postsecondary ...........ccveieeiciiiiin 17.7 — 0.3 6.7 53 0.2 07 45
Other e 5.0 0.1 21 M 0.1 1.2 0.7 0.7
RESBATCH ..covvcvieriire e e 15.9 —_ —_ — | 159 —_ — —
Off-budget support and nonfederal funds .................. 26.2 — 06 10.7 9.6 — —_ 5.4

1$50 millior: or less.
2Estimated.

—Not applicable.

NOTE: Excludes estimated federal tax expenditures. Percentages based on unrounded numbers. Because of rounding, details may not
add up to totals. See tables 7A and 7B for the names of recipients abbreviated above.

SOURCE: U.S. Department of Education, Office of the Undersecretary, unpublished data, and National Center for Education Statistics,
compiled from data appearing in U.S. Office of Management and Budget, Budget of the United States Government, fiscal years 1982 to
1996; National Science Foundation. Federal Funds for Research and Development, fiscal years 1980 to 1995; and unpublished data ob-

tained from various federal agencies.
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Federal Support for Education Institutions

Total expenditures by public and private elementary
and secondary schools and institutions of higher education
from all sources (federal. state, and local governments,
and private) rose from $307.2 billion in FY 80 to an esti-
mated $508.3 billion in FY 95,4 an increase of 65 percent
after being adjusted for inflation (see table 9B). Federal
education support going to these institutions, including
off-budget support. nonfederal funds, and on-budget funds
including support for research, increased from $43.7 bil-
lion to $57.3 billion, 5 or 31 percent after adjustment for
inflation.

Federal education support going to public and private
elementary and secondary institutions, LEAs and SEAs
increased 15 percent (in constant dollars) between FY 80
and FY 95 and total federal support to IHEs increased 49
percent (in constant dollars) during the same time. Be-
cause of the more rapid rise in expenditures of edu-
cational institutions, the proportion of funding from fed-
eral sources declined from 14 percent in FY 80 to 11 per-
cent in FY 95. Between FY 90 and FY 95, however, the
share of federal support increased slightly.

The Department of Education (ED) was the largest
source of federal support for LEAs and SEAs. SEAs re-
ceived 76 percent of their federal education support from
ED, while LEAs received 58 percent in FY 95. Most of
the remaini